
die MFS fiber optic: networte provides muJtipli
carrier back-up.

Increa_d Prolltability
In addition to providlnl the hi",.,t quality:,
and reliability, MFS Intelenet provldec
meaninafullivinll. Many MfS Intelenet
cUltomers have experienced up to
25" "~;II", or .0....

P'us, you'll appreciate our simplifled
approach to bUll,.. WIth MFS InteJenet~
ant no promolions limited 10 • specJflc Ii""
of day or particular area coda. In5tea< .
you'll discover an euy to undentand rat..
plan and Invoice tNt will cl••rly iIIulua",
your sIvinls.

MFS IDtelenet AUoWl
You to Foeu on
Your BUllnea.

--=-------------......

Greater
/lel'abUt",

MFS Intelenel's Customized Billins 'utum,
plus Manalement Reports, wi" provide your
business with an advanced ;lWOice lor

easy analysis of your1.
I. telecommunications

spendln•.

MFS Intelenet Rives
your business one·
call solution' to your
telecommunications
needs. No need for
multiple calls to
multiple vendors.

Sl,nincantly
Improoe. Your
Management
Protlucttvlty

MFS InteJenet is
committed to superior
cuslome~ service. we've
created ~ 24·Hour Customer Support
service Center stiffed by telecommunica
tions professionals to answer your questions
about service or equipment.

We understand that
your relephone
service is critical to

your business. At MFS Intelen~ we strive
to offer a hiaher level of customer service
and reliability than you c:an expect from
your local telephone company.

Additionally, for lon8 distance service, we
offer significantlv improved reliability since
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* MFS to Enter
Ameritech Turf
Via Local Calls
By Gautam Naik
Staff Reporter of The Wall Street Journal
374 Words
3241 Characters
OS/23/96
The Wall Street Journal
B3
(Copyright (c) 1996, Dow Jones & Company, Inc.)
Ameritech Corp. moved one step closer in its plan to enter the

* long-distance phone business by agreeing to let MFS Communications Co.
sell local-phone services in the Bell's five-state region.

Ameritech hopes to take advantage of a recent telecommunications law
that allows local and long-distance phone providers into each other's
markets. But like other regional Bells, Chicago-based Ameritech must
first prove that local-phone competition exists in its territory. The

* three-year pact allows MFS to sell local phone services to business and
* residential customers in Illinois, Indiana, Michigan, Ohio and
* Wisconsin.

Ameritech must satisfy several other points on a regulatory
"checklist" before it can seek to capture a share of the $8.5 billion in
long-distance calls that originate within its region. The Bell is moving
aggressively toward that goal. For instance, even though MFS mainly
serves business customers, the companies' pact covers residential
customers as well, which particularly benefits Ameritech.

"Ameritech is not so much interested in facilitating competitors but
in meeting the checklist, " said James Crowe, chairman of MFS, of Omaha,
Neb.. "Obviously, their agenda is different than ours."

MFS, which previously clashed with Ameritech over barriers to entry
in the Bell's market, expects to offer local phone service to business
customers in the states Ameritech serves in six to 12 months.

While MFS already sells local service in certain cities in Ameritech
territory -- Chicago, Detroit, Cleveland and Indianapolis -- its latest
pact is broader. MFS will be able to lease Ameritech's copper phone
lines to re~ch prospective customers without also having to lease other
facilities owned by the Bell, including expensive switching centers.
Ameritech customers who choose to use MFS's service will be able to
retain their phone numbers. The two carriers also agreed on rate parity:

Source: Wall Street Journal, May 23. 1996

Copyright @ 1996 Dow Jones & Company, Inc. All Rights Reserved. Page 1
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Ameritech and MFS will pay each other the same amount for local calls
made on one company's network but ending in the other's.

About 12 companies, including AT&T Corp. and MCI Communications
Corp., are negotiating with Ameritech to set up similar interconnection
agreements. "I'm ready to sign a deal with anyone," said Neil Cox,
president of Ameritech's information industry services.

Ameritech said it hopes to meet the terms of the 14-point "checklist"
and enter the in-region long-distance business late this year or early
next year.

[0607 * End of document.

Source: Wall Street Journal, May 23, 1996
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'" MFS Commun Files Arbitration Requests For GTE, Sprint Pacts
167 Words
1894 Characters
07/19/96
13: 17
Dow Jones News Service
(Copyright (c) 1996, Dow Jones & Company, Inc.)

* OMAHA, Neb. (Dow Jones)--MFS Communications Co. (MFST) requested
formal arbitration of interconnection arrangements with GTE Corp. (GTE)
in Texas, Florida and Virgina, and Sprint Corp. (FON) in Florida and

* Illinois.
* In a press release, MFS Communications said it filed pleadings and

supporting documentation with the appropriate state public utility
commissions.

The arbitration requests cover all the basic elements of
interconnection, including reciprocal compensation, interconnection
architecture, unbundled local loops and number portability.

As reported, MFS Communications also filed for arbitration of the
pricing of unbundled local loops in interconnection agreements with Bell
Atlantic Corp. in Delaware, District of Columbia, New Jersey, Maryland,
Pennsylvania and Virginia, and with Southwestern Bell Telephone Corp. in
Missouri and Texas.

MFS Communications said it has filed similar requests for arbitration
with state public utility commissions regarding U S West Communications
Group service territories in Arizona, Colorado, Minnesota, Oregon, and
Washington, as well as Bell South service territories in Florida and
Georgia.

MFS provides business communication services.
(END) DOW JONES NEWS 07-19-96
1:17 PM

10607 * End of document.

Source: Dow Jones News Service, July 19, 1996
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* MFS Commun In Local Co-Carrier Pact With Sprint> MFST FON
130 Words
1548 Characters
09/30/96
12:44
Dow Jones News Service
(Copyright (c) 1996, Dow Jones & Company, Inc.)

* OMAHA, Neb. (Dow Jones)--MFS Communications Co. (MFST) reached local
telephone service co-carrier interconnection agreements with Sprint

* Corp. 's (FaN) divisions in Florida and Illinois.
Terms were not disclosed.
In a press release, MFS said key elements of the agreements include

interconnection of the companies' networks; exchange of all local
traffic at a fully reciprocal and identical rate per minute; and access
to unbundled loops.

The agreements were reached in line with the pro-competitive
provisions of the Telecommunications Act of 1996, according to MFS
Communications.

MFS Communications owns and operates fiber optic networks in the
Orlando, Fla., and Chicago metropolitan area served by Sprint.

The agreement in Florida states that loop rates and certain other
rates will be set by state regulators through binding arbitration.

(END) DOW JONES NEWS 09-30-96
12:44 PM

10607 * End of document.

Source: Dow Jones News Service. September 30. 1996
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Competitive provider angers former cohorts
Wetli, Patty
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Abstract: Until recently, the competitive world has adhered to an
'us against them' mentality, with competitive carriers on one side
and incumbent LECs on the other. But as local loops open up, it is
clearly every carrier for itself. Though MFS Communications and
Teleport Communications Group (TCG) are often lumped together as the.
most recognizable competitive access providers (CAP), MFS is a
different company with different objectives. When MFS recently inked
an interconnection agreement with Pacific Bell, other California
competitive hopefuls cried foul. Many question the business sense
behind the deal and fear Pac Bell will use the term to strongarm
other carriers into accepting similar arrangements. MFS has agreed
to compensate Pac Bell for local number portability, and each carrier
will pay the other to terminate traffic that originates on the
other's network. Pac Bell also is leasing services to its competitor
at rates above that which the RBOC charges its customers.



However, Ameritech hesitated to
say this agreement would satisfy all
the telecom act's requirements for fa
c1l1tles-based residential competitIon
that Amerltech must fulfill before en
tering the Iong.<listance market.

The agreement also prOvides for
number portability, white pages Ilst

continued on page 8

INTERCONNEC17ON:
MFa: Ohio, WIsconsIn. 1iInoIa, Indiana and Michigan
MClrnetro: Ohio, Wisconsin
Teleport communlcdoM Group: WIsconsln
Hancock: IndIana

RESALE:
U.s.~: IUlnois, MIchIgan and Ohio
MflS: Illinois
C8Q:.Qhlo

Numbers by the slice
TeG proposes divvying up the telephone number pie
Beth Snyder, Auociate EdJtor-Hews

Access to local telephone numbers is an obvious need of any carrier seek
ing to compete in the local mal1<et. Carriers now receive the new telephone

numbers, called NXX codes, in blocks 01 10,QOO-all to be used in one ge0

graphic billing region.
But Teleport Communications Group has fonnulated a new plen. Under its

proposal, TCG and others could take their 10,OOO-number pie and slice It up
into 1()()().number chunks to use across a state.

Though carriers could save on fees aasoclated
with each to,OOO-number block, TCG's
core argument Involves number deple
tion. If a competitive access
provider wants to enter the local
mal1<et, it has to acquire 10,000

numbers wh~ It maybfonlngly have ~ ..
one customer In that " area. ,
That means 9999 numbers go
unused,

Telephone number exhaustion IsII
not only a hot topic these days but
is quickly becoming a harsh reaRty.

In California, where the number of ex-
changes 18 expected to Jump from 13 to 26 In the next five years. the Pub/Ic
Utilities Commission haa already begun to ad. The CPUC ruled in February
that new entrants do not have to keep all their NXX codes In one rate center.
Details are stiR being worked out as to how to continue accurate billing with
thiS system. A CPUe-ordered wori< group Is studying the TCG plan.

"Ifs important to rNllze al the 8I'ICORlpassing issues, haw many service
providers will be affected and how much of the telecommunications network a

continued on page 26

Ameritech, MFS ink regional deal
Shira McCarthy, Associ.,. EdItor-News

vi
Ameritech and MFS Communica-

tions signed a five-state, three
year interconnection deal last week,
the first comprehensive, reglonwlde
agreement inked between an incum
bent local exchange carrier and com·
petitive access provider.

The Interconnection agreement
meets all terms and conditions In
Sections 251 and 252 of
the Telecommunications
Reform Act of 1996, in
cluding the unbundlIng
and sale of loop compo
nents, resolution of
physical collocatlon Is
sues and the adoption of
a per-mlnute reciprocal
compensation arrange
ment, said Neil Cox,
president of Ameritech
Information Industry
Services.

Denise Pappalardo
East Coast Bureau Chief

Vendors unite
on standards

In the never-ending business game
01 "my alliance is bigger than

yours," IBM, 3Com and Bay NetworkS
last week formed the Network Inter
operability Alliance and will Invite
others to join them in choosing stan
dards to promote and expand their
customers' networks.

The strategy is expected to
strengthen the alliance members'
competitiveness wlth Cisco, the San
Jose-based internetworking giant. in
dustry observers believe.

The alliance intends to clarify the
swarm of standards and specifica
tions by picking and choosing those
standards and specs that the ven
dors' product lines will support. The
alliance will choose from existing
standards, not create Its own. the
companies' executives stressed.

"The best thing about standards Is
that there are so many to choose
from, and the worst thing about stan
dards is that there are so many to
choose from,~ said Andy Ludwick,
president and chief executive officer
of Bay Networks, santa Clara, Calif.

Although the alliance's initial focus
is the local area network market,
(BM, 3Com and Bay Networks hope
to clarify the standards In the wide
·area network to create end-to-end s0

lutions across the public network.
"The alliance Is a very good thing:

said Kimberly Lorenclc, senior ana
lyst at The Yankee Group, Boston.
The alliance's efforts will help cus
tomers determine the products that
fully Interoperate within their net
works, she said.

IBM's recent deal with Cascade
might make the WAN switch manu
facturer a likely Network Interoper
ability Alliance member, in addition
to other WAN product manufacturers
down the road. That's because
eqUipment manufacturers see the
public network as an area where
money can be made.

Cisco's pending acquisition of
StrataCom (Telephony, April 29, page
8) gives it a strong hold on some
large carrier network customers
such as AT&T. D
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Petet' Kiewit Sons'

Charles Munger, grew up in
Omaha. He has known
Scott most ofhis lifc-their
mod1ers were mends. In
high school, Buffi:tt and
Scott pursued the same
girt. Carolyn Falk, but she
rnatriai Scott. ••Unfortu
natdy, the best man won,"

i" helps them arrange bank loans to bm
i the stock. When employees retire~

cm swap their C shares, which arc tico
ro the core business, for 0 sban:s.
which represent the divcniDcdinvesr
ments. Kiewit prices its shares once a
vear, based on vear-end book value.
But this value is 'seriously undc:rmD::d.
For example, Kiewit cama its MFS
shares, worth $1.5 billUxl. at COlt, or
about $500 million. Weft: KicwiE a
trUiy public company, its shares waJJd
undoubtedly command a buF premi
um over book value, but ICM::wit Ibarc
holders must content tbcmIdva widl
appteeiation based on grawdl in re
tained earnings. (Scott·.saya lG!irit
couid someday sell 0 sa:xt to.
public to give the stock IOIDC liqUidity
and to raise capital for new Veutwcs.)

In allocating stoa, as in 10 much
else, Scott and Stinson wmtlD i:ncJw:

Did he or she sufficiently consider the dowDsidc.r the safctr
factor in making deci.sions1 As Ken Stinson puaJc..."Wd:iDill
of focus on our mistakes instead ofour $Iii f . ". -- ....

Scott says almost the same thing but in dililUIl~
"I've always felt that ifyou had businesses mat bad~
prospects and goodpeople, you coveryourcWWuiiafr:iDd1liC
upside covers itsdf. If the world &lls apart, Y"T",~'t
reasonable chance ofcoming out ofitwhok.'~~
~owbere is this emphasison limitingpoeen'. _1DICft:

e\;dent than in Kiewit's annual shareholders' rnccriag. EvelY
Januarv about a third of the shareholders comc.lD Omaba
from around the country and stay at a budF R.cd.lJoo loa.,
twO to a room. Highlight ofthe day: a precenr,rion &am me
manager ofthe division that nuned in the wonrpczaxUWllZ
during the past year. "It's something no one Ioob fixward
to." says Peter Kiewit Jr., 68, a Phoenix at:tarneymd~
director. The purpose of this choice ofspeakas is~d:Im
merely didactic~ it represents a kind ofpillorying. lCiicWit.,.
poina:dly: "Rqletition is t3irly rare." :::!r..~:.

Scott Miller, head of the new Kiewit/Bedud vaIIIIIC
United Infrastructure, attended his first anDUIll11fC"inl
last January, a few months after joining Unim:LHc-.iu.
the audience, somewhat shaken, as the first spcakctofme
day smeared himselfwith ashes. Later Walta' Scottubd
Miller what he thought of the prescnratioaL, 1leC:IUI
Miller: "I told him, 'Walter, either we will do p.CC"'i1l
projectS or we'U do none.' " :~..~..~......

Scott Miller of United Infrastructure
PuIIUc WeMU,

prime !IIOMY.-

plus big invest:ments in local
baDb, oil and gas proper
ties and ConAgr:l, Berkshire
Hathaway and other
sroeb. T~gether he: and
buddy Warren Buffett
own the Omaha Rovals mi
noc Icague baseball team.

BWIm, like his partner
..-.

WALTEll SCoTr shO'.I1d
have been, but: unfortunate
ly MS not, listed among
The Forbes Four Hundred.
His personal wealth is well
in excess ofS300 million. It
is mainly in Kiewit shares

ruunce md opel':1te pm':lte toi.! roads.
ond,!es. water pipelines ana rre:mnent
'icilities.

The Cnited venture grew out of
s:ieWit's o:tensl\·e m\'olvement m most
,'t'the malor pn\,ate tn1TastrUct"xc prol
~CtS m the U.S. For example. It is prime
-:ontraetor and an equity o\\ner m the
tour-lane pnvate toU road beimt built in
:..t1e nuaCiie of what IS now Stite Road
91. cOMecnng RiversIde With Orange
County, C.Ull..\IFS is also inyolved in
this proJect. as a pl'OVlder of a wireless
:011 sysrem that letS cars With prepaid
accountS bypass roll booths.

Last year Kiewit and Bechtel termed
United' Infr:1structure to desilZll and
invest m other private as well a; partly
pnvate infrastructure projects. L"nited
qwcklv grabbed twO projects. One. 111

:he crowded Puget Souna area. IS using
.1 concept cJ.iled conll:esnon oncinll:.
whereby people usingahighwav during slack. hours would
pay lower or no toils.

"Peak pncing occurs in the electric power, airline and
hotel businesses.," says United President Scott Miller, anoth
er ofScOtt'S energetic young ~40) executive/entrepreneurs.
"Congestion pricing says you don't need to build more
roads ifyOU can distribute cars and trucks more even1v on a
time basis." Arizona, California, Florida, Georgia,~eso
ta, Virginia and Washington already have laws on the books
to encourage this kind ofpricing, and Colorado, New Jersey,
New York and Pennsylvania are working on it.

It boils down to this: Kiewit sees change eve~ere-in
technology, in society, in government. In this change lies
opponunity, and Kiewit, while remaining a top-notch con
struction lirm, intends to seize some of these oppommities.

This worldwide enterprise is headquartered in the Kiewit
Plaza building in downtoWn Omaha.; Warren Buffett, in a
nlodest orlice on the fuurteenth floor. is the onlv other
tenant. Scott and Kiewit Construction Group Chairman
Kenneth Stinson spend much oftheir time doing what is only
nam.raI in a company that bets on people rather than on
technology: CV2luating employee pertbrmance.

Every year Stinson spends six weeks reviewing each
employee's record with a team ofm~ersand executives,
identifying potential leaders and deciding whether employ
ees should be invited to own stock.

The lucky ones don't get stock options. Instead Kiewit- _. ~.'."'._.

The best IIWl WOIl

,Ii
! ,;

:~

I
I
I

\

f,

:II

'I

Ii
II
'I

Ii

168 Forbes. October 24, 1994



October 18, 1993

NEW YORK
BUSINESS

cent.. contents copyngl1l 1994,
by CtaIn Commu/llC8llOl1a Inc. All ng/1ts .-.-:t,

Upstart claims it's like
Ma Bell

One-stop phone shopping
BY ROBERT McNATT
eRA/N"S NEW YORK BUSINESS

MFS Intelenet Inc. has unyelled
a comprehensIve new telephone
service for small and medium-SIzed
companIes that could posItIOn It to
dominate that fast-growing seg
ment of the market.

The service, billed as the first
one-stop phone shopping since the
breakup of Amencan Telephone &
Telegraph Co. would provide cus
tomers with phone eqUIpment. long
distance and local telephone ser
vice all on one bill. Intelenet also
claims it can save customers up to
9% on local calls, 33% on long dis
tance calls and 41 % on recurring
line charges for local service.

Offers best rate

Intelenet offers customers the
best rate among the major long
distance carriers. But ultimatel\'.
MFS wants to handle all calls on
its own svstem. in essence recreat
ing the pre-1984 ATT network.

"We are redefining telephone
service as small and medium-sized
businesses have known it," says In
telenet President Kirbv Pickle. "We
give these customers more and bet
ter, for less. "

Intelenet, a Jersey City-based
subsidiary of giant Oakbrook Ter
race, IlL-based MFS Communica
tions Co., is small so far, with only
35 paying customers, and limited
to Manhattan. But with the re
sources of the nation's largest com
petitive access provider behind it,
the new service represents a serious
threat to market leader New York
Telephone Co. in the battle for the
business customer with fewer than
250 phone lines.

MFS recently got a leg up in that
market when state regulators de
clared it a co-carrier, meaning that
it now carries the same status as
New York Tel for regulatory pur
poses. Ultimately, it may be able to
charge New York Tel for calls con
necting to its own network.

Experts say Intelenet may have
the ideal product for small busi-

nesses. "Companies want to look at
one provider to take full responsi
bllitv for the system," says Walter
Miao, a vIce president at'Link Re
sources. a Manhattan market re
search and consulting firm. "I
think that they are on target be
cause big companIes can have a
dedicated group to expedite prob
lems. but not smaller companIes."

Intelenet's plan bodes ill for New
York Tel Although It'S still the
largest provider of local phone ser
vice, New York Tel doesn't market
products comparable with what
MFS offers small and medium
sized businesses.

NY Tel can't offer long distance

It can't. By legal and regulatory
fiat, New York Tel is barred from
offering long-distance service. And
it can't match Intelenet's local
prices because It has to set its busi
ness rates high enough to help sub
SIdize reSidential service.

The NYNEX Corp subsldiarv,
whIch towers over MFS In size,
professes a lack of concern. "MFS
filed a tariff for this back in April
and we did not oppose it," says a
New York Tel spokesman. "That is
an indication that we are not
afraid of competition."

New York Tel currently serves its
smallest business customers with
two Small Business Centers in New
York City. Medium-sized busi
nesses receive assistance through
45 sales agents.

Officials at another major com
petitor, Staten Island-based· Tele
port Communications Group, say
the company has no pll'.ns to move
into the small business market. In
stead, it's targeting customers in
the middle-those with 300 to
1,000 phones.

"If you can satisfy the largest
customers, you can satisfy the
smaller ones," says Stuart
Mencher, a Teleport senior vice
president.

Intelenet, currently available
only in Manhattan, is eicpanding
soon into Northern New Jersey,
Brooklyn and Queens. •

Reprinted with permission from Crain's New York Business. October 18. 1993.
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Private-Label
Long Distance
WorldCom has become an instant hit with
the Baby Bells since deregulation.

WIdCom"one of <he ",df wjonen mtelecom detegUlation'. Wild Wild W...
In just two months the f, -distance lread si ed aments

to 'supp y long-distance services to GTE. Amsrifr"b and SouthWest Mobile Systems an to

provide data services to Electronic Data Systems. The GTE deal is especially attractive. Unlike
the regional Bell operating companies (RBOCs), which must open up their local markets to

X
competitors and go through a 14-point checklist to ensure fair competition before they can of
fer long-distance services, GTE is free to roll out long distance to its local areas immediately and
is already offering that service to its customers in Michigan and Minnesota.

But what about AT&T, MCI and Sprint, the big three that dominate the long-distance in
dustry with a collective market share of alll106t 9O%? Well,
aside from Bell Atlantic signing on with Sprint, so far they
have been shut out.

Why? It seems that the RBOCs and other carriers are
reluctant to enrich their future competitors, given that the
long.distance companies are eager to enter the local phone
business. Perhaps the RBOCs heard AT&T Chairman
Raben Allen predict that Ma Bell will control up to 33% of
the local phone business within the next five years.

And WoridCom's chief fmancial officer, Scott Sullivan,
notes. "I don't think the RBOCs want to say that they are
reselling the services of an AT&T or an MCI. With World
Com. they can brand their service (with their own names)."

According to Sullivan. what sets WoridCom apan is

WorIdCom eFO

Scott SuRlYan
(left), CEO

Benlie Ebben

FI:UNClALWOILD APRIL 22, 1996

5:2
photographs courtes., of WORLDCOM
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As a result, WoridCom's earnings per share are ex
pected to jump 34% this year, to $1.74, and another 25%
in 1997, to $2.17, according to Nelson's Investment Ser
vices. Compare that with the industry's stodgy 8%·to-l0%
growth rate.

And none of these estimates factor in the new agree·
ments. "Ie can make a more complete service offering to its
customers than it has been able to do in the past, and that
will lead to a more rapid rate of revenue growth." says Guy
Woodlief. an analyst with Dean Witter.

Not bad for a company few expected would still be inde
pendent. WorldCom is the fonner LDDS CommunicatioN.

AdYerIisemenl initially a small
reseUer of long
distance services
that bought ca
pacity from the
big three. But
LDDS began to

buy up other long.
distance resellers
in mid-1987, in·
c1uding Metro·
media's long-dis
tance unit, which
was closely held
by billionaire
John Kluge.

With a 16%
stake in LDDS,
Kluge became
the company's
chairman in the
fall of 1993. A
little over a year
later. it acquired
lOB Communi
cations Group, a
satellite commu
nications com
pany that gave
the company a
significant inter

national presence. In early 1995. LDDS bought WilTel.
whose highly regarded nationwide fiber-optic network is
one of only four in the country. LDDS then changed irs
name to WorldCom.

That'S around the time some felt Kluge was dressing up
the company for sale, possibly to an ambitious RBOC or
other carrier. In fact, Bernie Ebbers, chief executive of
WorldCom. had joked with analysts about going fishing
when asked about long-term strategy. For a potential
suitor, buying WorldCom would undoubtedly be cheaper
than either trying to acquire MCI or Sprint or building irs

"Innovation is exploding.
Here's a new approach to investing in it.·

BKI B............,., &Trull.

Consider how quiclcly the 'MlI'ld moves today. Ten ycus agu, you probably didn't Icnow how
co rum on aromp.lter, much l~ surf the Net. Now it's apvt ciour daily lives.

In fact, you hear reports of new advances every day. Brealuhroullhs in medicine,
teleeanmunicatm technology, biotechnolosv, mtertainment and electronics. Now there's
a fund that can help you cake advanClJle ollClme ci these amuinc DeW developmenll
the no-Iald Berpr NewGener2tioa Fund.
No one penon can track down the hlrd-ehaM COIIlplInieI of the Mun: by themselves.
Why not let the 8erRer New Generation Fund do the 1epak for pi. The Fund is seeking
0lIl: colllpln~e recognizable, some not-It believes will change the d-,1Wnics ri their
indusmes and~nrly impact our lives.
This Fund fills a unique niche...Ioolc.ing ro invest in leaders of the new generation.
Let somebody else invest in the follO'ollel5.

X
that the company, unlike the big three, enables its reo
sellers, including the RBOCs and GTE, to be more effi·
cient in offering long distance by breaking up the long.
distance phone call into irs three pares: originating access,
transport and terminating access. WorldCom's partners
can price their services on a regional basis and be more
competitive.

"[ResellersJ will have exact control over their cost
structure," says Sullivan. "We need to be specific about
the pricing of our service. We cannot afford to offer an
average-price service to an RBOC. Nor can an RBOC
afford to have an average-cost vendor."

This is critical
cOllllidering that
PacTel, Nynex
and U S West,
among others,
have yet to ink
loog-distance deals
and are looking for
partners.

Investors have
certainly been
impressed with
the company's
accomplishments
thus far, even
though meaning
ful revenues from
these deals won't
kick in for two
years. Irs stock,
which traded
around 38 just
before Congress
passed the Tele
communicatiOns
Act back in Feb
ruary, recently hit
an all-time high
of 45. And most
analysts think it
still has a lot
more room to climb.

Besides the recent deals, Wall Street is also impressed
with how much the Jackson. Miss.-based company has
grown, thanks to an aggressive acquisition binge. In the
past four years revenues have swelled almost sixfold, to
more than $3.6 billion, while earnings have leaped more
than seven times, to $268 million. More important. with
its acquisition of WilTel, WorldCom has gone from being
a reseller of long-distance service to a company that owns
its own national fiber-optic network, enabling it to capture
approximately 4.5% of the long-distance market in 1995.
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MFS Will Offer
Fast Internet Links
Over Phone Wires

By ~AJtED SANDIIEIlG ~
SIa!! Repo.t". a! Til': W"u. STlt~:.,.,.JnUltN""

NEW YORK - MFS~
Co. said it will offer low-<:ost higb-speed
links to the Internet over conventional
telephone lines in a bid to lure away small
and medium-size business customers from
the giant BeU companies.

MFS. whicb competes with the Bells in
selImg phone and data serv1c:es to bUsi·
nesses. said it wiD rollout its new DiJjtal
SUbscriber Line service by early nextyear.
It uses existing copper wires owned by the
regional Bells, which have their own bi(h
speed copper solution IaIown as Integrated
services Digital Network. or ISDN.

Through its subsidiary, Internet-access
provider UUNet TechnoJog:ies Inc.. MFS
WiU initially provide bUSiness customers
With high-speed connections to the global
computer network that are equivalent to
ISDN speed. or four times futer thaD
prevaient28.8 modems. tntimateJy. MFS,
which is being acquired· by IoJJg~
player W~ Inc.. will offer data
transmissiOii'11l&t is more thaD 20 t1meS
faster than conventional modems. Yester
day, the Federal Communic:atiOas Com
mission apprOved of WortdCom's acquisi
tion plan.

Hifb-lpeed access to tbe Internet over
coDYentional phone lines bas been Ule Holy
Grail of the industry because hOme-com
puler users would be able to receive tar
more compeJIing Information and enter
wninent. incJudinr crapbics and sound
files. Even ISDN is considered inadequate
for delivering ~UU-moQoD .video.

James Q. <.:rowe, clWl'maJl and chief
executive of MFS. said It would price the
service bekJW tile S58 to S150 moatblyfees
that local phone conapanieI aarently
charp for biIJHpeed data1_over con-
ventional pbcI1e UDeI. Sucb. diIcouJlClDr
could threatentlle~Be1lJ ill one of
their key futurt-et WinecL But Ule
Bells' .biltier-prieed semee basD't been
aaressivtly marketedllld is pminc ex
pensive to provide. Pacific Telesis GI'oup:,
for example, bas been trying. to raise its
ISDN pricing.

Tbe DSL tecbno6oIY MFS is employing
uses copper wU'es to transmit dirital bits
ratber than SOUDds, such as voices. whJdI
use only a fraction 01 copper Wire's capac
ity. DSL and othercUrital solutions employ
more efficient traDsmissJon sc:hemes and
mau full use ofcopper' wire's capacity.

MJl'S said it wiD bypus the telephone
companies in much the same way it has
with its teJepbone business - .l)y instalilng
its new DSL ear a10Dpide eqWpmeIlt it
alreadY operatesoutoCloc:aI networtt facili·
ties owned »yUle Bells in f5 cities.

=@ Dow Jones & Company, Inc••
1996 COPVRIGlo(!eO MATERtAL
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What's in the Omana water that the place breeds business geniuses
iike Charlie Munger, Warren Buffett and Walter Scott? Scott1s brilliant
leaaer-snip at Peter Kiewit Sons: is an untold saga worth telling.

''We kind offocus
on our mistakes"

practice that art today. Walter Scott does. .
Here's man: of Buffett on Kiewit: "Petl:~1

contracting, but he had a mind that unclcrsltD!!!
and Walter is the same way-he grew up in
loves it, but he likes and understands busiDcsl.'l.

Kiewit's core conmuction business still
the finn's revenues. 'Three recent big projea:s' .'
million San Joaquin Toll Road in CaJifornia;·a:$
underground highway leading to Boston's ha%l~~
and the just completed. Bonneville Lock and·DJ~~
Columbia River. ,'-i

Most of the business is in government work . _", .
price incentive contraCtS. In these "hard moncy'~ ,,"
Kiewit bids a tixed'price and works hard to~thC~~..
than the amount bId. "You get one chance m thee> '?'?""'?!~,;,.

business to ask for your revenue, so really theJ~C~

Forbes • 0dDbili·~199+-
...J/IIl!l!IIi1r.:?~'-""'.- -

Walter Scott Jr. (right> and Kenneth Stinson.." GIN,........
y_ I.~

oI outollt ..-

By Gary Samuels
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WAUE.-": Bl'FFETI has a low opinion of many American
:,usincss mana~mcnts. but listcn to rhis from the ailtime
~hamolon lIl.vcstor: .'.'\n extr.1orriinarv record. and onc that'S
IJrltdv unchroniclcd. It's a storY of thc Iifctimc or" one man.
Pcte (Kicwit Sr. J, who handed'thc baton to Walter [Scott J,
who's done a sensational job."

Though Buffett thinks enough ofWalter Scott Jr. to have
him on the board of Buffett's Berltshin: Hathaway, the sage
of Omaha owns no Peter Kiewit stock. He can't. Only
cwrent and retired Kiewit employees can. Ofthe 3,500 full
time employees, 1,150 own all the Class C shares; retirees are
allowed to own Class D shares. Buffett probablY wishes he
could own some: The value of Kiewit's C stock rose 68%
during 1992 and 1993, handily beating the S&l' 500, which
waup 18%.

Peter Kiewit Sons', Inc. is one of the biggest general
cOnsll'Uction!inns in the U.S. Klewit is extremely profitable,
not just tor a cOnsll'Uction company, but fur any business. In
1993 it camed net pronts of5261 million on total revenues
ofS2.2 billion, returning 17.4%on Cstockequityand 16.4%
on D cquity, far higher than industry avenges. In size,
nothing special. but this is a story about quality, not about
quantity. It is a story about a splendid businessman who also
thinks like an investor.

Peter Klewit Sons' was fOunded 110 years ago by a Dutch
immigrant brickmakcr. The company soon saw a chance to
cxpand into bricklaying and consauction. aad built brick
firehouses, hotels, schooJs. smola:st:acks in Omaha during
the early days ofthe cennuv. Under the tOunder's son, Peter
Kiewit Sr., ~vho took over in 1931, it built canals. dams and
power plants fur Franklin Roosevelt's Public Works Admin
istration; switched to munitions planlll during World War II,
and to interstate highways. Kiewit also began taking stakes in
other businesses. often businesses like coal mining that it

_ learned about through its contraeting work.
This practice is not entirely ncw. Decades ago Electric

Bond & Share designed and built power p1anlll, raised the
financing for them and took equity interests. Stone &
Webster did. too. It is a styie ofinvesting based on acquiring
industrial cxpertise and then using that expertise to identifY
related. invcsonent oppommities-the building, the financ
ing and thc investing all feeding cach other. Fcw people
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business is controlling cost." says Scott, who beame clWr
man soon ari:er Peter Kiewit Sr. died in 1979. lbat's the kcv
to success in fixed-price C\lntraets, where asinglestumble caD.
be immensely costlv. It's a business where, after quality, cost
control is the single most important &ctor in success.

In Kiewit's outSide invesanents ScOtt has concentrated on
twO basic opportUnities. One'is telecommunications, where
Kiewit has lots ofconstruction expertise. It's a field that has
become: wide: o!'e:n since: the: federal government and c.l.~"l.g

ing technology pried open AT&T'S longtime monopoly and
around the same time virtually ended the local monopolies of
power companies.

The se:cond is in the general field of infrastruaure
highways and the: like. With taXpayers c:ve:rywhere in revolt
md ll:o\,e:mme:nt cre:dit straine:d.. private tinancing of infra·
structure orojects IS sorc:adinll: fast. Strategically placed to. .-

Forbes. Ocrober 24.1994

take advantage of this powetful trend, Kiewit is investing
heavilv in it.

Undcr Scott, Kiewit has concentrated on four major
outside investments. Since three ofthe companies are public,
they offer a chance for outside investOrs to get a piece of
Kiewit's talent.

The four companies are: S141 million \1993 sales) MFS
Communications. Inc.• which provides phone services to
businesses; 5284 million c·ne Corp., an independent
telephone and cable TV oudit; S149 million California
Energy Co.• which builds and operates power plants here and
overseas; and startup United Infrastructure Co., which is
developing private tOll roads and other public works projeea.

.\lFS is a good example: ofhow Scott operates. Like Buffett,
S(ott believes in betting on jockeys more than on horses. The
jockeY in MFS' case was a Kiewit execunve named Tames
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Pder KiewIt: Sons:

; ".~ C~owe or MFS ('eftl.
I Cavia SOKOl at Californra £ner~ (below)
, ana DaVia McCourt aT C·TEC (right)
i Bet the jocUy, not the ......

th••Mdt to be ..... 1Nt doesn't make
the .....misau twice.-
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(rowe, In 1986 Crowe, then 36. had been put: inc~ of
:he Kic:\\it WUt that had heloed build naoona.! tiber-oooc
:1c:t:worKS tor eacn or" the wee mJTOr ionll distance oh~ne
.:omparues..U&T, ~ICI and Sprint. The business was WInding
Jown. Crowe was looking tor related business that wouid
keep his expenenced telecommunications workers busy.

At that arne several Chicago investors wanted Kiewit to
build a tiber-optic network under Chicago's centra! Loop
district. The investors figured they couid sell backup phone
lines and spcc:ialized phone service to big corporations, in
competition with illinois BcI1, now known as Amcritech.

Crowe took the idea to Walter Scott, who, as much out of
respect tor Crowe as for anything else, said okay. He agreed
to lend the investors the moncv to build the SYStem, with the
network itselfcol1atcra.l for the loan. .

Encouraged by Scott, Crowe began to study the changes
beginning to sweep the telephone business. Crowe saw a
chance to do to the 580 billion market that was locked up by
me loea.! Bell monopolies what MCI had done to AT&T. "The
more r looked," he says, ·'the more convinced I became that
what happened in the long distance business would happen
in the local [telephoneJ bwincss because of changes in
technology and huge scale economics. The ticket to entry
was going to go way down."

By rnid-1987 the Kiewit board had okaved the fonnation
of MFS (for Mcaopoliran Fiber Systems, Communications,
which would begin building Ioca1 fiber loops in downtown
business districts. Evenmallv, Scott funded Crowe's MFS
project \\ith 5500 million of Kiewit's cash. This was and
remains the largest singic venture capital commianent ever
made. A bold gamble? Only on the surf.acc. The invcsanent
was to be made in small chunks, 55 million or S10 million at a
shot. In 1990, when MFS bought the Chicago network that
had launched the business, it was fur 530 million, mosdv in
deterred payments. .

E\'ery arne he wrote a check., SCOtt asked himsclf: Ifour
basic theory is wrong or if this thing turns out not to be our
(Up of te:l, can we get out whole or nearly whole? As Scott
puts it: "\Vhat I was looking at is, does this physical asset tit
somebody else in ~ it doesn't fit us? We came to the
(Qnclusion that jt wpuld " IfIGewtt couldn't usc the mres,
somebody else certainly couid. -

--lI.
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That the escape hatch was open was shown inl~~l
British Tc1ccom offered to buy Kiewit's MFS propc:z1iiaa&::'1
nice profit to Kiewit. Scott was tempted to scI1 butdccidc:dat" __ I

the last minute notto. In Mav 1993 MFS sold 22% of"III sbarl:s
to the public for ,)293 million. diluting Kiewit's P' wi"!Q m r ~
73%. But Kiewit hasn't cashed out a share: rathcrit bousbt2 :
million shares at the otfering pnce. Today, live yean afiiiMIIS. ,. ~
sent out its rim phone bills, Kiewit's initial $500~
investment in MFS is worth 51.5 billion. .':. "

With its tiber networks now operating in 33 citicl,sClli. ':" ... <Ji
handle jwt about any kind ofbusiness phone scrviClc. SiIii~~
is nor a BcI1 company, MFS is free to be in the long cfirirrc ~ : ..
business, and currently buys long distance service whoIaIIc
from AT&T, Mel and Sprint and sells it reailm buIiaaI
I.:ustom~.Now MFS is preparing for an even grcata' appal'
tunity in transporting data and video inforrnatioa ilr cus
tomers, thanks to changes in technology. CompulI:r-tD
computer caI1s are by tar the fastest·growing sqpncnr «
rc:lccommunications and already account tOr the majaIily«
dis in business. But the existing phone nerwork is designed
to carry voice conversations and is expensive for data caJ1a.

A different technology called "packetswitching" is a marc
c:fficient way tOr computers to exchange data. But pacb:t
s\vitching has trouble with voices and video. A new pacD:t
technology caI1ed asynchronous tranSter mode (ATM) dYes
those problems. Packet 5'vitching using ATM enabled Bear,
Steams to move computers tor its Manhattan tradingopcra
nons from its high-rent Park Avenue headquancrs 30 miles
west to suburban Whippany, N.T. Data travels between Park

Forbes. October 24, 1~



Avenue and Whippany at the superhigh speed of2.5 billion
bits of data a second.

This involves large sa\ings. An invesonent bank or "IV
netwOrk that wants to tie ten cities together \\ith high
capac1tv iCJ.Sed rrunk lines now has to pay S300.000 or so a
month. Bur a network using AnI packet S\\itching technol·
oll;Vcouid accomolish the same Il;oal tor 5% to 10% ofthe COSt
oia circwt network. depending-on usage. That would make
\'ideoconrerencing and other multimedia services affordable
to more business custome~.

From 1tS inception MFS tOcuscd only on business custom
e~. \Nhv not the consumer market as welH Again it was bet
the-jockev time tOr Scott.

A VOUnll Boston contractOr named David McCourt· had
built'MFs' fiber network in Boston. Later McCourt ended up
J.S partner \\1th Kie\vit in McCourt/Kiewit International,
which built residential cable "IV/phone networks in the U.K
tOr cable operator Comcasc a joint venture of U S West and
Tel; and BritJin·s Mercurv Communications.

One day in 1992 aboard Kie\vit's jet, McCourt told Scott
he should 'think about competing against the BeU companies
md cauk monopolies in residential telephone and cable
service. SWtt liked the idea and he liked McCourt. Havinll;
clipped in JS a contractor, Scott and McCourt leamed
enoull;h to be able to tackle the business themselves. Scott
raid McCourt to rind a company to bUY that had the essential
dementS tram which to build a residential telecommunica
nons comoanv. ~kCourt f d C·TEC CO . the nation;s
20th:~I~g:est I~alJ)~?n~.~ompanv, which is also in the ca e

---~"'~'--- ---- --~-- --_.~.-
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-;-". .ll1d.JQ.ng.. Jistance OwIAI!SSI!S I 1993 [L·\,t;0I\Cs. .$284
111liliorll, Nc\\it bougnr vonng wnrrol ofc·TEC in mid· 1993
t(lr'aoout'S2mr rTl1ili~n:: -

"\TCCol.lrt': r:""Jocsn' r Want ra ralk much about his plans
t()r C·TEC except to Sol\' that he'~ lo~k.,!.mL:rrl\':1Yi ~o ~o.l!I~e

II Ito thl: Bdls tor iOl:al r~nti~~p.'KC wldl~~ingJo

buv cable systems. which. h~yc Ol;r;RlZemng more and more.,.... _. - . .• .. _. . - '. _...... _ --. v_. ,__.'0 __

expensive.
One approach would be ro help smail cable operators sell

consumers a package oflocal phone. long distance and cable
T\" service. USlOg cTEe's cxperose in phone billing and
s\\itching. Another approach would be to build networks in
direct competition \\ith high-cost phone or cable operato~.

~lcCourt IS also looking at oppomuuties overseas. "1 just got
back from Mexico," savs McCourt. "You know. 70% of the
world outs1de North An1erica hJS no telephone semce; 90%
has no cable semce."

Recentiv tradinll; at 24Y, a share, CTEe is weU below the
341h a share Scott-paid tor Kic::\vit's control block. But Scott
isn't worried. "We gOt into ie because:: we had the pe~n.

Da\id [.\ lcCourt j bJSicallv had the idea and conVUlced us
that he cowd make a success Out or" it. I believed It then. I
believe it now'"

:\.5 with cornrnunications. so in the energy field. Kie\\it had
gotten to know the garbage·to·energy business when that
was hot, and still wanted to get into the energy field. Scott
had met David Sokol, 38, when the latter hired Kiewit to
build garbage-to-energy plants for his employer, Ogden
Projc:etS. and brought him to Kiewit.

Sokol urged Scott to buy San Francisco-based California
Energy, an independent power producer. Cal Energy owned
halfof a major geothermal power plant at the Navy's China
L1ke Nava.l Air Weapons Station in the Mojave Desert.
Geothermal power plants take superheated water from wells
thousands of feet below ground and then use the steam to
rum turbines and generate electricity. But the company was a
mess. \\ith bloated manall;ement staff.

[n 1991 Scott paid S80 million tor 34% of Cal Energy,
ri ttht after its stock had crashed from 15 ro 6 on the .~erican
Sma Exchange. Sokol chopped annual overhead from more
than 525 million to $9 million and turned his attentions
overseas.

He eyed the fast-growing economies in SoutheastAsia and
wtin America. requiring :tS they did massive amounts ofnew
power. But many of these countries lacked the capital
neccss:uv. It was a ready-made situation for Kiewit, which
could provide engineering, capital and operational know
how. Sokol landed contracts tor two privately owned geo
thermal plants and a hydroelectric plant in the Philippines
and negotiated rights to develop two geothermal fields in
Indonesia. In three QSCS, Kiewit ended up as a 50/50 equity
partner \vim Cal Energy JS weil as contractor.

Cal Energy is trying to take over rival Magma Power, of
S.ll1 Diego, and just offered 5430 million in cash and stock
tor half the company. If the de:li goes through Cal Energy
\\iU be one of the world's largest independent power
produce~.Kiewit now owns 43% ofCal Energy, worth 5270
million. morc: than twice what it invested.

Scott's newest is a joint venture t with constrUction giant
Bechtel) called United IntnstrUcture Co. This 15·per!On
uperation bJSed in Chicag:o's Sears rower \\ill design, build.,
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